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UHDOL]HGE\YLUWXHRIODZZKLFKPHDQWDXWRPDWLFSURWHFWLRQDIWHUPHHWLQJFHUWDLQFRQGLWLRQVDQGSOHGJLQJWRSD\WKH
SUHPLXP)RUPDQ\IDUPHUVLQVXUDQFHEHFDPHDV\QRQ\PRIDGGLWLRQDOEXUGHQRQEHKDOIRIWKHVWDWHDVSUHPLXPV
ZHUHFRPSXOVRU\FKDUJHV
'HVSLWH WKDW LQ LWZDVGHFLGHG WRPDLQWDLQREOLJDWRU\FKDUDFWHURIRQO\ OLDELOLW\ LQVXUDQFHRI IDUPHUVDQG
IDUPIDFLOLWLHV7KHUHPDLQLQJLQVXUDQFHVPDFKLQHU\DQGHTXLSPHQWFURSDQGDQLPDOSURGXFWLRQEHFDPHYROXQWDU\
$IWHU WKLV GHFLVLRQ WKH QXPEHU RI FURS LQVXUDQFH DJUHHPHQWV GHFUHDVHG GUDPDWLFDOO\ LQ    
LQVXUDQFHDJUHHPHQWVZHUHFRQFOXGHGZKHUHDVLQRQO\5RMHZVNL$VDUHVXOWLQRUGHUWRUHYLYH
WKH LQVXUDQFHPDUNHW WKH UXOHVRISXEOLFSULYDWHSDUWQHUVKLSZHUH LQWURGXFHG ,Q WKHJRYHUQPHQWSDVVHG WKH
$FWZKLFKZDV DLPHG DW LQFUHDVLQJ WKHGHPDQG IRU FURS LQVXUDQFH DJDLQVW QDWXUDO SHULOV VR WKDW LQ WKH IXWXUH WKH
DJJULHYHG IDUPHUV ZRXOG UHFHLYH JUHDWHU DLG IURP WKH LQVXUDQFH PDUNHW 7KLV $FW LQWURGXFHG WKH PHFKDQLVP RI
VXEVLGLHVWRLQVXUDQFHSUHPLXPVSDLGE\WKHVWDWH7KHVXEVLG\WRSUHPLXPZDV,QWKHFXUUHQWOHJDOIUDPHZRUN
WKH PDWHULDO VFRSH RI WKH $FW RQ VXEVLGLHV WR LQVXUDQFHV LQFOXGHV EDVLF FURSV JUDLQ FRUQ UDSHVHHG DJULPRQ\
SRWDWRHVVXJDUEHHWKRSVILHOGYHJHWDEOHVWREDFFRIUXLWWUHHVDQGEXVKHVOHJXPHVDQGVWUDZEHUULHVDVZHOODVWKH
PRVW LPSRUWDQW VSHFLHV RI OLYHVWRFN FDWWOH KRUVHV VKHHS JRDWV DQG SLJV ,Q 3RODQGPXOWLSHULO LQVXUDQFHV ZHUH
LQWURGXFHGDQGIDUPHUVPD\VHOHFWSHULOV IURPWKRVHVSHFLILHG LQ WKH$FW7KH\FRQFHUQ VXFKSHULORFFXUUHQFHVDV
KXUULFDQH IORRG WRUUHQWLDO UDLQ KDLO WKXQGHU ODQGVOLGH DYDODQFKH GURXJKW QHJDWLYH HIIHFWV RI RYHUZLQWHULQJ RU
VSULQJIURVWV
6LQFH FURS LQVXUDQFH DJDLQVW DW OHDVW RQHRI WKH DIRUHPHQWLRQHGSHULOV LH KDLO GURXJKW IORRG QHJDWLYH
HIIHFWVRIRYHUZLQWHULQJRUVSULQJIURVWVLVREOLJDWRU\DQGFRQFHUQVWKRVHIDUPHUVZKRREWDLQHGGLUHFWVXEVLGLHVIURP
(8IXQGV
,QWKHQHZILQDQFLDOSHUVSHFWLYHLWLVUHTXLUHGWRFUHDWHDV\VWHPEDVHGRQIRUPDOUHTXLUHPHQWVRIWKH
(XURSHDQ&RPPLVVLRQ
VUHJXODWLRQVRQVWDWHDLG)URPVFRSHRILQVXUDQFHVKDVUHPDLQHGLQWDFWKRZHYHUWKH
VXEVLG\WRLQVXUDQFHSUHPLXPKDVLQFUHDVHGWRWKHOHYHORI
3ROLVKIDUPHUVZLGHO\LQVXUHWKHLUEXLOGLQJVDQGOLDELOLW\UHVXOWLQJIURPWKHREOLJDWRU\:RUVHVLWXDWLRQH[LVWVLQ
WKHFDVHRIFURSLQVXUDQFH6LQFHWKHLQWURGXFWLRQRIVXEVLGL]HGFURSLQVXUDQFHVHYHU\\HDUEULQJVDJUHDWHUQXPEHU
RIFRQFOXGHGDJUHHPHQWVDQGDVDUHVXOWDJUHDWHUDUHDRIIDUPODQGFRYHUHGE\LQVXUDQFH,Q3RODQGWKHFURSDUHD
DPRXQWVWRDERXWPOQKDWKHUHIRUHWKHLQVXUDQFHSRWHQWLDOLVPLQLPXPKD,QIDFWDERXWPOQKDRIODQGLV
FXUUHQWO\ LQVXUHG)LJXUH$W  WKLVSRLQW LWQHHGV WREHVWUHVVHG WKDW LQVXUDQFH LVSDLGPDLQO\E\ IDUPVDLPHGDW

PDUNHW
SURGXFWLRQZLWKKDRIIDUPODQGRUPRUH)DUPHUVSHUFHLYHLQVXUDQFHVHUYLFHLQWKHOLJKWRISULFHVRWKH
PRVW SRSXODU VROXWLRQV DUH WKH RQHV ZLWK WKH ORZHVW SULFH ± LH LQVXUDQFHV DJDLQVW KDLO 7DEOH  ,QVXUDQFH
DJUHHPHQWVDUHPRVWRIWHQH[HFXWHGLQVSHFLILFDOO\SUHSDUHGSDFNDJHVFRYHULQJWZRRUWKUHHSHULOV

7DEOH6WUXFWXUHRIWKHLQVXUHGULVNVLQFURSV
5LVN      
1XPEHURILQVXUDQFHDJUHHPHQWVWKRXVDQG
KDLO      
VSULQJIURVWV      
FURSVZLQWHULQJ      
GURXJKW      
IORRG      
6WRUP      
UDLQVWRUP      
OLJKWQLQJ      
ODQGVOLGHV      
6RXUFH0LQLVWU\RI$JULFXOWXUHDQG5XUDO'HYHORSPHQW
$V WKH DYDLODELOLW\ RI VXEVLGL]HG FURS LQVXUDQFHV LV OLPLWHG DQG WKHLU VFRSH LV UHODWLYHO\ QDUURZ RQO\  RI
VXUYH\HGIDUPHUVILQDQFHGDQ\GDPDJHWKURXJKLQVXUDQFHZKHUHDVILQDQFLQJRILQVXUDEOHHYHQWVLQFXUUHQWO\
FRPHVIURPIDUPHUV¶SULYDWHUHVRXUFHV
7KHVLWXDWLRQLVGXHQRWRQO\WRXQGHUXWLOLVDWLRQEXWDOVRSRRUHIIHFWLYHQHVVRIWUDGLWLRQDOLQVXUDQFH7KHFDXVHVRI
ORZHIIHFWLYHQHVVRIWUDGLWLRQDOFURSLQVXUDQFHVLQFOXGH
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 LQIRUPDWLRQDV\PPHWU\WKHNQRZOHGJHRI IDUPHUVUHJDUGLQJSRWHQWLDOFURSVDQGSRWHQWLDO ULVNV LVDOZD\V
EHWWHU WKDQ WKHNQRZOHGJHRI DQ\ LQVXUHU LQIRUPDWLRQ DV\PPHWU\RIWHQEHFRPHV DSUREOHPGXULQJ FURS LQVXULQJ
>*RRGZLQ6PLWK@
 QHJDWLYH VHOHFWLRQNQRZOHGJHUHJDUGLQJDFWXDO ULVNVDQGGHFLVLRQ WRFRQFOXGH LQVXUDQFH LVDOZD\VRQ WKH
DJULFXOWXUDOSURGXFHU
VVLGHSRWHQWLDOVROXWLRQLQFOXGHVKLJKHUUDWHVRIFURSLQVXUDQFH>+D]HOO@
 PRUDODQGPRWLYDWLRQDOKD]DUG>+D]HOO@
 KLJKDGPLQLVWUDWLYHDQGFODLPVKDQGOLQJFRVWVWKH\UHVXOWIURPWKHQHHGWRFRQWURO WKHOHYHORI IUDXGDQG
YHULI\DFWXDOGDPDJHVRQHDFKIDUPHU
VILHOG>0DKXO@
 FRUUHODWLRQRIHYHQWV LQFURS LQVXUDQFHV UHDOL]DWLRQRIZHDWKHU ULVNFDXVHV WKDWQXPHURXVSURGXFHUVRQD
SDUWLFXODU DUHD VXIIHU GDPDJHV UHVXOWLQJ IURP RQH VLQJOH ZHDWKHU HYHQW ZKLFK VLJQLILFDQWO\ ORZHUV WKH UHVXOWV RI
LQVXUHUVDQGDVDUHVXOWORZHUVWKHLUZLOOLQJQHVVWRRIIHUWKLVW\SHRILQVXUDQFH>0LUDQGD*ODXEHU@
,QWKHILUVW&$7,VXUYH\RQWKHDFFHSWDELOLW\RIFRQVWUXFWLRQLQGH[LQVXUDQFHZDVFDUULHGLQ3RODQGEXWRQO\
LQUHODWLRQWRGURXJKW7KHVWXG\ZDVFDUULHGRXWRQDQXPEHURISDUWLFLSDQWVDQGKDGDUHSUHVHQWDWLYHFKDUDFWHU
,WVKRXOGEHQRWHGKRZHYHUWKDWWKHTXHVWLRQZDVSRVHGLQVXFKDZD\WKDWDFWXDOO\WKLQJVFRQFHUQLQJWKHSURWHFWLRQ
RIIDUPHUV
LQFRPHLIWKH\LHOGLVOHVVWKDQRIWKHDYHUDJH\LHOGRYHUWKHSDVW\HDUVZLWKLQWKHPXQLFLSDOLW\
WKDWDQ\IDUPHUZKRRSWVIRUWKHLQVXUDQFHZLOOEHSDLGWRWKHVSHFLILFDPRXQW7KDWDPRXQWLVXQOLNHO\WRIXOO\FRYHU
WKHORVVEXWZLOODOORZWKHIDUPHUWREHJLQSURGXFWLRQLQWKHQH[WJURZLQJVHDVRQ
,QWKHVHFRQGVWHS LQFRQMRLQWPHWKRGFRQFUHWHYDOXHRIORVVHV IRUWKHPXQLFLSDOLWLHVDQGWKH
VSHFLILFYDOXHRIEHQHILWVLQVSHFLILFFURSVFDQRODZKHDWVXJDUEHHWZHUHSURSRVHG7KHQDWXUHRIWKHWKUHVKROGV
DQGUHFHLYHEHQHILWVUHODWHUDWKHUWRVWDUWVOLJKWO\GHYLDWHIURPWKHDYHUDJHLQFRPH%XWWKHUHVXOWVRIWKLVVWXG\DJDLQ
FRQILUPHGWKHDFFHSWDELOLW\E\3ROLVKIDUPHUVRIWKLVW\SHRILQVXUDQFHDQGDOORZLWWRLQYHVWLJDWHWKHLPSRUWDQFHRI
LQGLYLGXDOIDFWRUVLQWKHLUGHFLVLRQWRSXUFKDVHLQVXUDQFHLQGH[GURXJKW>.DF]DáDà\VNDZD@
$WWKH(8OHYHORQHFDQPHQWLRQVRPHLQFRPHWUDQVIHUV6LQJOH3D\PHQW6FKHPHDQG(XURSHDQVROLGDULW\IXQGV
LQFDVHRIGLVDVWHUV>&DILHURHWDO@+RZHYHUVXFKLQFRPHVWDELOL]DWLRQVXSSRUWVDW6WDWHDQGWKH(8OHYHOVDQG
SDUWLFXODUO\WKHDGKRFPHDVXUHVSURYLGHGGXULQJFDWDVWURSKLFHYHQWVDUHQRWVXIILFLHQWDQGDOVRZLWKRXWFRVW7KH\
LPSRVHDODUJHEXUGHQRQWD[SD\HUVDQGJRYHUQPHQWEXGJHWV>$VVHIDHWDO@
$WWKHVDPHWLPHLQFRPHLQVXUDQFHVFKHPHVZHUHFDUULHGRXWLQWKH86$DQGLQ&DQDGD>1HW,QFRP6WDELOL]DWLRQ
$FFRXQWV &DQDGLDQ $JULFXOWXUH ,QFRPH 6WDELOL]DWLRQ DQG VRPH WUDQFKHV RI FRYHUDJH LQ WKH *URZLQJ )RUZDUG
SURJUDP@ZHUHDSSOLHG>0HXZLVVHQ+XULQH@
6LQFHDOVRWKH(&KDVEHHQLQYHVWLJDWLQJ WKHSRWHQWLDOUROHRILQVXUDQFHLQVWDELOLVLQJDJULFXOWXUDO LQFRPV
>0HXZLHVVHQHWDO(&&DILHURHWDO(&@7KHLQFRPHVWDELOLVDWLRQWRROZDVLQWURGXFHGDV
ULVNPDQDJHPHQWWRROLQ&$3LQ

)DUP¶VUHYHQXHLQVXUDQFHFRQFHSW
%HFDXVHRIWKHDERYHPHQWLRQHGZHDNQHVVHVRIWKHWUDGLWLRQDOLQFRPHLQVXUDQFHVROXWLRQVZHSURSRVHVROXWLRQV
EDVHGRQLQGH[HV'XHWRODFNLQJGDWDLQ3RODQGDERXWWKHLQFRPHVRIWKHIDUPVKHUHDIWHUZHSUHVHQWDQLQGH[EDVHG
DSSURDFKWRIDUPV¶UHYHQXHLQVXUDQFH$UHDUHYHQXHLQGH[LQVXUDQFHLVDW\SHRILQVWUXPHQWZKHUHLQGHPQLWLHVDUH
FRPSXWHG IURP WKH GHFUHDVH RQ WKH SURGXFW RI WKH DYHUDJH \LHOGV DQG SULFHV LQ DQ DUHD 7KH LQVXUDQFH FDQ EH
SURGXFWVSHFLILFRUZKROHIDUP7KHPHFKDQLVPRIWKHDUHDUHYHQXHLQGH[LQVXUDQFHLVSUHVHQWHGLQWKH)LJXUH,IWKH
UHYHQXH UHDFKHGE\ D IDUP U  LV ORZHU WKDQ WKH VWULNH 6 DQ LQGHPQLW\ LV SDLG LQ WKH DPRXQWRI WKHGLIIHUHQFH
EHWZHHQWKHUHDOL]HGUHYHQXHDQGWKHVWULNHU6+RZHYHUWKHLQGHPQLW\LVOLPLWHGWRWKHVXPLQVXUHGDOVRFDOOHG
OD\HULQLQGH[LQVXUDQFHQRPHQFODWXUHZKLFKLVGHWHUPLQHGE\WKHGLIIHUHQFHEHWZHHQOLPLW/DQGVWULNH


Ĩ7RVLPSOLI\DOOWKHIROORZLQJFDOFXODWLRQVDUHSUHVHQWHGIRUKHFWDUH
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
)LJ0HFKDQLVPRISD\RXWLQDQDUHDUHYHQXHLQGH[LQVXUDQFHDQGLWVUHODWLRQZLWKUHYHQXHSUREDELOLW\GLVWULEXWLRQ
6RXUFHRZQHODERUDWLRQ

$V WKH LQ WKH LQFRPHVWDELOL]DWLRQ IXQGV WKH LQGHPQLW\ZRXOGEHSDLG LI WKH LQFRPH LV ORZHUE\KHUHZH
DVVXPH WKDW WKH VWULNH OHYHO LV HTXDO WRRI WKHDYHUDJH UHYHQXH7KLVDVVXPSWLRQDSSUR[LPDWHV WKLV LQVXUDQFH
VROXWLRQ WKHRQHRIIHUHGE\DQ LQFRPHVWDELOL]DWLRQIXQG$VDIDUPV¶ UHYHQXH IURPDFURS LVDFRPELQDWLRQRI LWV
FURS\LHOGDQGWKHFURSSULFHLQRUGHUWRFDOFXODWHQHWSUHPLXPVRIWKLVNLQGRISURWHFWLRQZHGHULYHIURPHTXDWLRQ
HVWLPDWLQJSXUHULVNLQLQVXUDQFHSURWHFWLQJIURPLQVXIILFLHQWYDOXHRIWKHXQGHUO\LQJLQGH[

݌ݑݎ݁ݎ݅ݏ݇ ൌ න݄ሺݎሻ݀ݎ ൅ න ܵ െ ݎܵ െ ܮ ൈ ݄ሺݎሻ݀ݎ
ௌ
௅
௅
଴
ሺͳሻș
ZKHUH KU±SUREDELOLW\GHQVLW\IXQFWLRQRIWKHUHYHQXH
/±OLPLWRIOLDELOLW\
 U±UHDOLVHGYDOXHRIWKHUHYHQXH
 6±VWULNHWULJJHU
$VWKHVXPLQVXUHGLQWKLVNLQGRILQVXUDQFHLV
ܵݑ݉ܫ݊ݏݑݎ݁݀ ൌ ܵ െ ܮሺʹሻ
7KHQWKHQHWSUHPLXPLV
݊݁ݐ݌ݎ݁݉݅ݑ݉ ൌ ሺܵ െ ܮሻ ൈ ቌන݄ሺݎሻ݀ݎ ൅ න ܵ െ ݎܵ െ ܮ ൈ ݄ሺݎሻ݀ݎ
ௌ
௅
௅
଴
ቍሺ͵ሻ
7KHHPSLULFDOHVWLPDWLRQZDVEDVHGRQDYHUDJHUDSHVHHG\LHOGVIURPRQHKHFWDUHLQDOOPXQLFDSDOLWLHV1876
LQ:DUPLĔVNR0D]XUVNLH SURYLQFH 1876  LQ 3RODQG LQ \HDUV 7KH GDWD RQ FURS \LHOGV FRPHV


ĩ6RXUFH>&ROOLHUHWDOS@
h,QSUHVHQWHGFDOFXODWLRQVDYHUDJHPXQLFLSDOLW\LVDUHSUHVHWDWLRQRIDVLQJOHIDUP
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IURP:DUPLĔVNR0D]XUVNL2ĞURGHN'RUDG]WZD5ROQLF]HJRZKLFK LV D SURYLQFLDO ORFDO JRYHUQPHQW HQWLW\ ZKLFK
IXQFWLRQLVSURYLGLQJDJULFXOWXUDODGYLVRU\VHUYLFHV7KHLQIRUPDWLRQDERXWWKHSULFHVRIWKHPRVWFRPPRQFURSVLV
JDWKHUHGE\WKH&HQWUDO6WDWLVWLFDO2IILFHRI3RODQGDQGLWLVGLIIHUHQWLDWHGWRWKHOHYHORISURYLQFH7KHDYHUDJH
UHYHQXH LQ WKHVDPSOHZDV¼KDDQG WKHVWDQGDUGGHYLDWLRQZDV7KHUHYHQXHYDOXHVZHUHUDQJLQJ IURP
WR¼KD
$IWHUGDWDFOHDQLQJDYHUDJHUDSHVHHG\LHOGVPXOWLSOLHGE\WKHLUUHVSHFWLYHSULFHVZHUHXVHGWRDVVHVVEHVWILW
SUREDELOLW\GHQVLW\IXQFWLRQVRI IDUPV¶ UHYHQXHV LQ WKHDQDO\]HGSURYLQFH&KRVHQGLVWULEXWLRQVDUHQRUPDO ORJ
QRUPDODQG:HLEXOOGLVWULEXWLRQ)LJXUHSUHVHQWV44SORWVRIWKHGLVWULEXWLRQV

/RJQRUPDO
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
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
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
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
)LJ44SORWVIRUFKRVHQSUREDELOLW\GLVWULEXWLRQPRGHOV
6RXUFHRZQFDOFXODWLRQ

7KH WKUHHFKRVHQUHYHQXHSUREDELOLW\GHQVLW\ IXQFWLRQVKLZHUHXVHG WKHQ WRFDOFXODWH WKUHHYDULDQWVRISXUH
ULVNUDWHVLQDFFRUGDQFHZLWKWKHHTXDWLRQ7DEOHSUHVHQWVVFHQDULRVZLWKGLIIHUHQWOHYHOVRIVXPLQVXUHGZKHUHDV
WKHVWULNHYDOXHLVURXJKO\HTXDOWRRIDYHUDJHUHYHQXHLQWKHVDPSOH%DVLQJRQWKHHTXDWLRQQHWSUHPLXPV
ZHUHFDOFXODWHGRQWKHEDVLVRIWKUHHNLQGVRIGLVWULEXWLRQ

7DEOH5HVXOWVRIQHWUDWHDQGSUHPLXPHVWLPDWLRQVLQ:DUPLĔVNR0D]XUVNLHSURYLQFH
 6FHQDULRʋ      
3DUDPHWHU
>¼@
/D\HU6XP,QVXUHG      
6WULNH      
1HWUDWH
/RJ1RUPDO      
1RUPDO      
:HLEXOO      


 'HHSHU GLIIHUHQWLDWLRQ PLJKW QRW SURYLGH EHWWHU HVWLPDWHV RI UHYHQXHV DV IDUPHUV FDQ HDVLO\
WUDQVSRUWWKHLUFURSVZLWKLQDSURYLQFH
ĨĨ$V WKH KDUYHVWDQG FURSSULFHDUHFRQQHFWHG WRHDFKRWKHU LW LV MXVWLILDEOH WRPRGHO WKH ULVN RI
SURGXFW RI WKHVH WZR YDULDEOHV :KDW LV PRUH GHVSLWH QHJDWLYH FRUUHODWLRQ RI SULFH DQG \LHOG
UHYHQXHULVNLVODUJHUWKDQWKHVROH\LHOGULVN>0XQLFK5HS@
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1HWSUHPLXP
>¼KD@
/RJ1RUPDO      
1RUPDO      
:HLEXOO      
6RXUFHRZQFDOFXODWLRQ

&KDQJHV LQ VXP LQVXUHGKDYHYHU\ OLPLWHG LPSDFWRQQHWSUHPLXPVYDOXHV&RQVLGHULQJ WKH IDFW WKDW JHQHUDOO\
UHYHQXHULVNLVKLJKDSSOLFDWLRQRIDVWULNHHTXDOWRRIDYHUDJHUHYHQXHUHVXOWV LQTXLWHORZUDWHV)LUVWO\ WKH
FURS \LHOG DUH VXEMHFW WR PDQ\ SHULOV DQG IDUP PDQDJHPHQW ZKLFK LQ WKLV NLQG RI LQVXUDQFH DUH LQGHPQLILHG
UHJDUGOHVVRIWKHFDXVH6HFRQGO\LQFOXGLQJSULFHIDFWRULQFUHDVHVWKHYDULDEOHYRODWLOLW\2QDYHUDJHGHSHQGLQJRQ
WKHQRUPDOORJQRUPDODQG:HLEXOOGLVWULEXWLRQUDWLRVRIQHWSUHPLXPWRDYHUDJHUHYHQXHDUHUHVSHFWLYHO\
DQG
:KDW LVHDVLO\REVHUYDEOH LV WKDWHVWLPDWLRQEDVHGRQGLIIHUHQWGLVWULEXWLRQVJLYHVGUDPDWLFDOO\GLIIHUHQW UHVXOWV
7KH GLIIHUHQFHV LQ WKH HVWLPDWHV GHSHQGLQJ RQ WKH GLVWULEXWLRQ WHVWLI\ WR WKH LPSRUWDQFH RI KDYLQJ D ODUJH VHW RI
DFFXUDWHGDWDZLWKDJUHDWHUQXPEHURIREVHUYDWLRQVWKHEHVWILWWLQJGLVWULEXWLRQFDQEHFOHDUO\FKRVHQ
7KHUHTXLUHPHQWRIFRPSHQVDWLRQLQGLYLGXDOL]DWLRQVWDWHGLQ&$3FDQEHIXOILOOHGLQSURSRVHGVROXWLRQWZRIROG
)LUVW RI DOO UHDOL]HG FURS \LHOG HQVXUHV GLIIHUHQW OHYHOV RI FRPSHQVDWLRQ SHU KHFWDUH 6HFRQGO\ WLFN VL]H RI HYHU\
FRQWUDFW LVGLIIHUHQWLDWLQJ IDUPVE\ WKHLUDUHD LQFDVHRIDQDUHDUHYHQXH LQGH[ LQVXUDQFH WLFN VL]H LVH[SUHVVHG LQ
DUHDRIDIDUP
7KH SURSRVHG VROXWLRQ DSSOLHV LV DQ LQVXUDQFH LQVWUXPHQW SRVVLEOH WR DSSO\ LQ FRPPHUFLDO LQVXUDQFH PDUNHW
ZLWKRXWSXEOLF VXSSRUW7KLV VROXWLRQ LVSULPDULO\FRQFHUQHGZLWK WKUHDWV LGHQWLILHGDVPRVW LPSRUWDQW IRU IDUPHUV
ERWKLQ3RODQGDQGRWKHUPHPEHUVWDWHV,QDGGLWLRQLWVHHPVDIIRUGDEOH
6WDELOL]LQJ IDUP LQFRPHV DOVR EHFDPH DQ LPSRUWDQW HOHPHQW RI WKH (8 SROLF\ $PRQJ WKH DJULFXOWXUDO ULVN
PDQDJHPHQW LQVWUXPHQWV DIWHU  ZHUH DOVR LQVWUXPHQWV WR VWDELOL]H IDUP LQFRPH ,Q WKH LQWHQWLRQ RI WKH
(XURSHDQ&RPPLVVLRQ WKH\ DUHEDVHG LQSULQFLSOH RQ FRPPHUFLDO VROXWLRQVPXWXDOV DQG HPHUJHG DV D UHVXOW RI
ORQJWHUPHYROXWLRQRIULVNPDQDJHPHQWLQWKHFRPPRQDJULFXOWXUDOSROLF\>+DQGVKNHà\VNDZD@
,Q  WKH UXOHV RI 6WDWH DLG ZHUH IRUPXODWHG IURP WKH EXGJHW RI PHPEHU VWDWHV LQ WKH IRUP RI FRYHULQJ
GDPDJHVRU VXEVLGLHV WR LQVXUDQFHFRQWULEXWLRQV LQ WKH IDFHRI VSHFLILHG W\SHVRIHYHQWV IRUDJULFXOWXUDOSURGXFHUV
PHHWLQJWKHFULWHULRQRIVPDOODQGPHGLXPHQWHUSULVHV60(>&RPPLVVLRQ5HJXODWLRQ(&RI'HFHPEHU@
,QIRUWKHILUVWWLPHZDVLQWURGXFHGWKHSRVVLELOLW\WRVXEVLGL]HLQVWUXPHQWVRIULVNPDQDJHPHQWLQDJULFXOWXUHLQ
WKHIRUPRILQVXUDQFHVDQGPXWXDOIXQGVKDUHVIURPWKH(8EXGJHWIURP5'3UHVRXUFHV>&RXQFLO5HJXODWLRQ(&
RI-DQXDU\@7KHILQDQFLDOSHUVSHFWLYHVXVWDLQVERWKGLUHFWLRQVRIILQDQFLQJFKDQJLQJRQO\WKHLU
UXOHVDQGVFRSHEXWDOVR LQWURGXFHV WKH WKLUGFRPSOHWHO\GLIIHUHQW LQVWUXPHQW LQ WKHIRUPRI LQFRPHVWDELOL]DWLRQ
WRRO>&RPPLVVLRQ5HJXODWLRQ(&1R@2QHRIWKHDLPVRIWKHVHUHJXODWLRQVZLWKLQWKHIXQFWLRQLQJRI
WKH (XURSHDQ &RXQFLO LV LQFUHDVLQJ WKH HIIHFWLYHQHVV RI KDQGOLQJ LQVWDELOLW\ DQG XQFHUWDLQW\ RI LQFRPH LQ IDUPV
LUUHVSHFWLYHO\RIWKLVLQFRPHRULJLQIRULQVWDQFHSURGXFWLRQRUPDUNHW$VDUHVXOWWKHWRRORILQFRPHVWDELOL]DWLRQ
,67ZKLFKPD\EHVXEVLGL]HGIURP5'3UHVRXUFHVZDVSURSRVHG
7KLVLQVWUXPHQWLQWKHIRUPRIPXWXDOIXQGVKDUHLVWRRIIHUFRPSHQVDWLRQWRIDUPHUVIRUVHULRXVLQFRPHGHFOLQH
7KLVLQVXUDQFHLQVWUXPHQWPXWXDOIXQGLVEDVHGRQWKHLQVXUDQFHPHWKRGEDVHGRQWKHLGHDRIPXWXDOLW\>-DQRZLF]
/RPRWW à\VNDZD @ DQG LV WR FRPSHQVDWH IRU DQ\ ORVVHV LQ IDUPHU
V LQFRPH LUUHVSHFWLYHO\ RI WKHLU FDXVH
+RZHYHUZKDWLVLPSRUWDQWRQO\ORVVHVRYHURIDQQXDOPHDQSURGXFWLRQIURPWKHODVWWKUHH\HDUVRUWKHPHDQ
IURPWKHODVWWKUHH\HDUVEDVHGRQWKHSHULRGRIILYHSUHFHGLQJ\HDUVH[FOXGLQJWKHKLJKHVWDQGORZHVWYDOXHV
1RQHWKHOHVVLWVKRXOGEHVWUHVVHGWKDWWKHDQDO\VHGLQVWUXPHQWFDQQRWEHWKHJXDUDQWHHRIIDUPSURILWDELOLW\LQDOO
VLWXDWLRQV6WDELOL]DWLRQIXQGFDQQRWUHSODFHWKHH[LVWLQJV\VWHPRIGLUHFWSD\PHQWVDQGPHDQVRIULVNPDQDJHPHQW
ZLWK UHVSHFW WR FDWDVWURSKLF HYHQWV 7KHUHIRUH LW FRPSOHPHQWV FXUUHQW VROXWLRQV EXW GRHV QRW UHSODFH WKHP ,W LV
ZRUWKPHQWLRQLQJWKDWWKLVLQVWUXPHQWUHTXLUHVIOH[LELOLW\VRWKDWPHPEHUVWDWHVDSSO\WKLVLQVWUXPHQWZLWKUHVSHFWWR
WKHDFWXDOPDUNHW VLWXDWLRQ HIIHFWLYH UHDFWLRQ WR WKHFKDQJLQJVLWXDWLRQRQ WKHPDUNHWV RIDJULFXOWXUDOSURGXFWLRQ
DQGFXUUHQWQHHGV2QWKHRWKHUKDQGWKHDFWLYLW\RI,QFRPH6WDELOL]DWLRQ)XQG,6)VKRXOGQRWLQWHUIHUHZLWKWKH
WUDGHDQGFRPSHWLWLRQEHWZHHQSDUWLFXODUPDUNHWVRIPHPEHUVWDWHV
2Q WKH EDVLV RI KLVWRULFDO UHFRUGV UHJDUGLQJ LQFRPHV RI (8 IDUPHUV DYDLODEOH LQ WKH )DUP $FFRXQWDQF\'DWD
1HWZRUN)$'1WKH(XURSHDQ&RPPLVVLRQHVWLPDWHVWKDWRQDYHUDJHDERXWRI IDUPHUVZRXOGEHHOLJLEOHWR
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WKLV W\SH RI SD\PHQW LQ 3RODQG  ([SHQGLWXUHV RQ WKLV DFFRXQW LQ WKH (8 ZRXOG UHDFK DURXQG  EQ (85
DQQXDOO\$QDO\VHGE\YDOXHVWDWHVZLWKWKHELJJHVWQHHGVRIWKHVHH[SHQGLWXUHVLQFOXGH6SDLQDQG,WDO\ZLWKDURXQG
EQ(85DQQXDOO\ZKHUHDVIRU3RODQGWKHHVWLPDWHGWRWDOZRXOGUHDFKDERXWPOQ(85>*LHUV]@


&RQFOXVLRQV
3ULFHYRODWLOLW\LQIDUPSURGXFWLRQDQGLQFUHDVHLQWKHSULFHVRIPHDQVRISURGXFWLRQLVH[WUHPHO\LPSRUWDQWWKUHDW
IRUIDUPHUVULJKWQH[WWRWKHWKUHDWVLQWKHIRUPRIZHDWKHUHYHQWVDQGQDWXUDOGLVDVWHUV7KHWZRQRQZHDWKHUULVNV
KDYHLQWKHRSLQLRQRIIDUPHUVDNH\LQIOXHQFHRQWKHLULQFRPH
7KHFRQFHUQVRIIDUPHUVDUHFRQILUPHGE\WKHIDFW WKDWYRODWLOLW\LQPDUNHWSULFHVRIDJULFXOWXUDOSURGXFWVKDVD
VWURQJLQIOXHQFHRQUHYHQXHV
$JULFXOWXUDOLQVXUDQFHDYDLODEOHRQWKH3ROLVKLQVXUDQFHPDUNHWEXWDOVRLQPRVW(XURSHDQFRXQWULHVGRQRWJLYH
IDUPHUVSURWHFWLRQDJDLQVWYRODWLOLW\RILQFRPHSDUWLFXODUO\DVDUHVXOWRISULFHYRODWLOLW\
7KHSURSRVHGVROXWLRQEDVHGRQLQGH[LQVXUDQFHDOORZVIRUWKHVXUYLYDORIIDUPVDQGHVWLPDWHGLQVXUDQFHFRVWV
DUHUHODWLYHO\ORZHVSHFLDOO\JLYHQWKHEURDGVFRSHRILQVXUDQFH
,Q3RODQGGXHWROLPLWHGIXQGVIURPWKHVHFRQGSLOODURIWKH&$3IURPZKLFKULVNPDQDJHPHQWLQVWUXPHQWVDUH
IXQGHGLWZDVGHFLGHGQRWWRLQWURGXFHWKHPLQWKHIRUPSURSRVHGE\5HJXODWLRQ,WLVWKHUHIRUHSRVVLEOH
WRDSSO\DQLQVXUDQFHVWDELOL]LQJLQFRPHRQO\LQDFRPPHUFLDOZD\
,WLVZRUWKPHQWLRQLQJWKDWWKHSURSRVHGVROXWLRQLVQRWFRQWUDU\WRWKHFRQFHSWRI,6)7KHXVHRILQGH[VROXWLRQV
VLPSOLI\WKHPHWKRGRIFDOFXODWLRQRIFRPSHQVDWLRQXQGHUWKH,6)DQGWKHSRVVLELOLW\RIIXQGLQJFRPSHQVDWLRQE\
WKH&$3ZRXOGDIIHFWDVLJQLILFDQWUHGXFWLRQRIWKHLQVXUDQFHSUHPLXP+RZHYHULQRUGHUWRFRPSO\ZLWKWKH(&
JXLGHOLQHV RQ VWDELOL]LQJ LQFRPH LQVWUXPHQWV VRPH FKDQJHV LQ WKH SURSRVHG LQVWUXPHQW HYHQ LQYROYLQJ WKH
LQGLYLGXDOL]DWLRQRIEHQHILWVVKRXOGEHFRQGXFWHG3RVVLELOLW\RIXVHRILQGH[LQVXUDQFHXQGHULQFRPHVWDELOL]DWLRQ
IXQGVOLHVLQWKHDUHDRIDXWKRUV¶IXUWKHUVWXG\
5HIHUHQFHV

$VVHID770HXZLVVHQ00$30YDQ$VVHOGRQN0XWXDOLQVXUDQFHFRPSDQLHVDVDWRROIRUIDUPHULQFRPHVWDELOL]DWLRQSHUIRUPDQFH
DQGSURVSHFWVLQWKH&$3($$6HPLQDU&DSUL-XQH
&DIIHLUR & ) &DSLWDQLR $ &LRIIL D &RSSROD  5LVNV DQG FULVLV PDQDJHPHQW LQ DJULFXOWXUH (XURSHDQ 3DUOLDPHQW GRFXPHQW
,3%*5,67
&ROOLHU%6NHHV-%DUQHWW%Ä:HDWKHU,QGH[,QVXUDQFHDQG&OLPDWH&KDQJH2SSRUWXQLWLHVDQG&KDOOHQJHVLQ/RZHU,QFRPH&RXQWULHV´
7KH*HQHYD3DSHUVRQ5LVNDQG,QVXUDQFH,VVXHVDQG3UDFWLFHSS
(XURSHDQ&RPLVVLRQ$JULFXOWXUDOLQVXUDQFHVFKHPHV-5&5HSRUW,635$
(XURSHDQ&RPPLVLRQ  5LVNPDQDJHPHQW WRROV IRU (8 DJULFXOWXUHZLWK D VSHFLDO IRFXV RQ LQVXUDQFH:RUNLQJ'RNXPHQW $JULFXOWXUH
'LUHFWRUDWH*HQHUDO
*LHUV]=,QVWUXPHQWVWDELOL]DFMLGRFKRGyZ±QRZ\LQVWUXPHQW]DU]ąG]DQLDU\]\NLHPZSHUVSHNW\ZLH:VSyOQHM3ROLW\NL5ROQHMSRU
)$3$6HNFMD$QDOL](NRQRPLF]Q\FK3ROLW\NL5ROQHM:DUV]DZD
*RRGZLQ%.6PLWK9+³:KDW+DUPLV'RQHE\6XEVLGL]LQJ&URS,QVXUDQFH"´$PHULFDQ-RXUQDORI$JULFXOWXUDO(FRQRPLFV9RO
SS
+DQGVFKNH - .DF]DáD 0 à\VNDZD .  .RQFHSFMD SROLV LQGHNVRZ\FK L PRĪOLZRĞü LFK ]DVWRVRZDQLD Z V\VWHPLH RERZLą]NRZ\FK
GRWRZDQ\FKXEH]SLHF]HĔXSUDZZ3ROVFH8QLZHUV\WHW(NRQRPLF]Q\Z3R]QDQLX:DUV]DZD
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5R]SUDZ\8EH]SLHF]HQLRZHQU
+D]HOO3%5³7KH$SSURSULDWH5ROHRI$JULFXOWXUDO,QVXUDQFHLQ/RZHU,QFRPH&RXQWULHV´-RXUQDORI,QWHUQDWLRQDO'HYHORSPHQW
SS
-DQRZLF]/RPRWW0à\VNDZD.7KHQHZLQVWUXPHQWVRIULVNPDQDJHPHQWLQDJULFXOWXUHLQ WKH(XURSHDQ8QLRQ3URFHGLD(FRQRPLFV
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